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25 Years of Progress 


Twenty-five years ago in June 1952, Inland Natural Gas 
Co. Ltd. was registered as a British Columbia Company. 
It was an event that would later have a major impact on 
the economy of British Columbia’s interior. Prominent 
among the Company’s founders were John A. McMahon 
and Norman R. Whittall, both well known Vancouver 
businessmen. Mr. Whittall was the Company’s first 
President and in 1955 was elected Chairman of the 
Board. He remained active in the affairs of Inland until 
his retirement from the Board in 1973. Mr. McMahon 
played a particularly important role in the Company’s 
history as President and later as Chairman of the Board 
and Chief Executive Officer. Following his death in 
November, 1972, the Board of Directors recordeda 
eulogy which read in part: 
“His personal knowledge of the problems of the 
Province of British Columbia, his imagination and his 
personal faith in the growth of the Province was a 
major asset in guiding the Company to its present 
position.” 


Inland’s first major activity was the acquisition of several 
petroleum and natural gas related subsidiary companies, 
St. John Gas & Oil Ltd. (N.P.L.), Peace River 
Transmission Company Limited, Canadian Northern 
Oil & Gas Co. Ltd. (N.P.L.) and Grande Prairie 
Transmission Co. Ltd. Inland has since disposed of its 
interests in Canadian Northern Oil and Gas Co. Ltd. 


By 1957 Inland had arranged the necessary financing, 
long-term natural gas contracts, pipeline right-of-way, 
certificates and franchise agreements to permit 
commencement of distribution facilities in twenty-seven 
B.C. interior communities located in a service area which 
extended almost 1,000 miles from Chetwynd in the north 
to Nelson in the southeast, with a population estimated 
at 225,000. The Company served northern communities 
with laterals off the Westcoast Transmission Company 
Limited line and built its own transmission line to serve 
the Okanagan and Kootenay areas of the province. 


Construction of Inland’s 360 miles of transmission lines 
began in February, 1957 and traversed some extremely 
rugged terrain including the Cascade Mountain Range 
where the line climbed to its highest point at 5,280 feet. 
Along the route were three major river crossings, two 
aerial bridges over the Columbia and Kootenay Rivers 
and a submerged crossing of the Quesnel River. The new 
system was put into service in September of 1957 to 
supply initially 6,000 customers. Since that date, Inland 
through aggressive sales and expansion policies 

has taken advantage of the rapid industrial, 
commercial and residential growth in its service area. 


By 1971, Inland’s customer count had reached 42,000 and 
a decision was made to build a 102-mile 12” 
transmission line from Kingsvale to Oliver to reinforce 
supply. The route lay essentially through the 
Similkameen Valley. This new transmission facility 
permitted Inland to extend service to several additional 
communities. Also part of the reinforcement plan was 
the construction of two new 1,100 H.P. compressor 
stations at Savona and Kingsvale. These units were 

aced in service the following year. 
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In 1975 construction of the East Kootenay Link was 
completed. It was the largest single addition to the 
Company’s transmission facilities since construction of 
the original system in 1957. Permission to build the 
103.4-mile 12” pipeline connecting the Alberta Natural 
Gas transmission line near the British Columbia-Idaho 
border at Yahk to the south end of Inland’s system near 
Trail had been sought for some time. It allowed Inland to 
buy quantities of Alberta natural gas in peak winter 
months and return equivalent British Columbia gas to 
the Alberta system during the summer, increasing the 
overall efficiency of Inland’s system and at the same time 
providing an alternate source of supply adding to 
security of service over the entire southern distribution 
area. 


The Company now serves over 70,000 customers in 49 
communities in a service area that presently has an 
estimated population of close to 500,000 which is 
projected to increase to approximately 1,000,000 by the 
year 2000. 
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EARNINGS AND DIVIDENDS 1977 1976 
Net Income? izeie teas $ 5,497,041 $ 4,805,917 
; Common Shares Outstanding...... 2,822,122 2,822,122 
BE Cit herman Sia: Earnings per Common Share........ $ 144 § 1.56 
Dividends per Common Share..... $ 80 § .80 
Dividends per Preference Share... $ 1.00 §$ 1.00 
Dividends per 
Second Preference Share .......... $ 2.61 $ — 
REVENUES AND CUSTOMERS 
otal: Reventiesc.e45 one $ 53,093,875 $38,296,766 
Total Gas Sales Revenue............... $51,621,709 $37,471,711 
Total Gas Sales Volume (MMcf).. 43,173 37,726 
Number of Customers ...............65. 71,451 67,434 
Degree Days (base 18°C).............. 3,763 4,018 
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Totalinvestment-...... ee $112,739,727 $105,377,899 
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To Our Shareholders 


Earnings per share for the year under review amounted 
to $1.44, down 12¢ from the previous year. Revenues 
were up 39% over the previous year. The major reason 
for the increase in revenue is a result of the “tracking” of 
wholesale price increases and our own interim rate 
increase that became effective January 2, 1976. The 
increases in revenue and expenses are explained in detail 
in the body of the report. The decline in earnings per 
share is primarily the result of the effects of inflation on 
the Company’s costs of doing business and increased 
preference dividends necessitated by the issue of addi- 
tional preference shares in June, 1976. The recent deci- 
sion of the British Columbia Energy Commission 
regarding the Company’s retail rates to its customers will 
not, in the opinion of the Company, fully arrest this 
decline in earnings and the Company will apply for an 
additional rate increase as promptly as events will 
permit. 


Last year we reported a significant increase in drilling 
activity within the province. It is gratifying to report that 
the increased activity has continued for the second con- 
secutive year with the expectation that 90 to 100 wells 
will be connected this calendar year. This welcomed 
improvement will obviously result in an improved future 
gas supply picture for the province. 


Although our major supplier, Westcoast Transmission 
Company Limited, has not been able to supply the full 
export volume allowable under its licence, Westcoast 
has met its contractual obligations to your Company. 
Our projections indicate that we will reach the maxi- 
mum contractual daily volume allowed under the exist- 
ing contract with Westcoast by November 1, 1979. 
During the past few years your Company has been 
unsuccessful in negotiating an increase in this con- 
tractual volume with Westcoast. On April 4, 1977, the 
British Columbia Government announced their support 
of certain arrangements between Westcoast and Pan- 
Alberta Gas for the movement of natural gas from 
Alberta to Westcoast’s U.S. customer, Northwest Pipe- 
line Corporation, to assist in meeting the British Colum- 
bia shortfall on the Westcoast export licence. In the same 
announcement, the Government stated that this arrange- 
ment will lift the contract restrictions on the sale of gas 
from Westcoast to the British Columbia utilities. Since 
that announcement we have received a letter from West- 
coast indicating their willingness to discuss contracting 
for volumes of gas in excess of our current limits. Con- 
tract talks are currently underway. 


In June 1977, the British Columbia Energy Commission 
held a hearing concerning the natural gas industry in the 
province. Your Company presented to this hearing a 
25-year market forecast prepared independently for us 
by Canadian Resourcecon Limited. This forecast pre- 
dicts that the area serviced by Inland will continue to 
experience growth at a rate above the Provincial average. 
It further predicts that natural gas sales volume to all 
classes of customers will increase at a compounded 
annual rate of 3.2% over the forecast period. The market 
penetration of natural gas in the residential section is 
expected to grow from its current level of approximately 
47% to 65% by the year 2001. 


Since 1955 Inland has obtained franchise agreements or 
equivalent rights with almost all of the incorporated 
municipalities in which it distributes natural gas. These 
agreements or rights are for a term of 20 or 21 years and 
are basically similar in form. The agreements contain a 
provision to the effect that at the end of their term the 
municipality may purchase the Company’s distribution 
system within the municipality at a price which shall be 
the fair value of business and undertakings as a going 
concern. These agreements are now coming due for 
renegotiation and none of the communities serviced 
have indicated their intention to exercise the purchase 
option. Ten franchise agreements have received Order- 
in-Council approval for renewal and while negotiations 
have been extensive, the Company fully expects to 
renew all agreements. As discussed at greater length in 
the body of the report, the British Columbia Energy 
Commission has announced that it will hold a hearing in 
the Fall of 1977 with respect to franchise fees. 


The decline in earnings this year will require the full 
energy and imagination of your employees and your 
Board to achieve the financial results required and 
expected in the years ahead. We meet this challenge with 
optimism and an unequivocable confidence in the Com- 
pany and its future. In achieving our goal we are mindful 
of an improving natural gas supply picture, together with 
a growing market area and a product which we can offer 
on a very competitive basis. 


Ml. Lae lf. 


Chairman of the Board 


Vancouver, B.C. 
September 28, 1977 


President and Chief Operating Officer 
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REVENUE 


Consolidated gross revenue for the year under review 
amounted to $53,093,875 compared to $38,296,766 last 
year. Revenue from gas sales, most of which is derived 
from the parent company, rose to $51,621,709 compared 
to $37,471,711 a year ago. A large part of this gain can be 
attributed to substantial increases in the retail price of 
natural gas, much of which resulted from wholesale 
price increases which flowed through to Inland’s 
customers with the consent of the B.C. Energy 
Commission, and did not improve the net income of the 
Company. The Company applied for interim rate relief 
in the fall of 1975 and was granted an interim rate 
increase of 7¢ per Mcf to all customer classifications 
effective January 2, 1976. This interim rate increase, 
which was only in effect for 6 months of the previous 
fiscal year, was still in effect at June 30, 1977 and, 
therefore, gave rise to substantial additional revenue in 
the year under review. Inland’s sales volume for the year 
was 40,200,000 Mcf compared to 34,600,000 Mef in the 
previous year. In spite of the addition of just over 4,000 
residential and commercial customers during the year, 
gas sales to these customer categories were slightly lower 
than the previous year due to weather that was 8% 
warmer than normal. Industrial volumes, however, rose 
27% to 26,532,000 Mecf. Part of this increase reflects the 
loss of sales in fiscal 1976 due to prolonged labour strikes 
in the pulp and paper industry. Also included in 
industrial sales for the year were certain spot sales last 
fall to Columbia Natural Gas Limited which totalled 
approximately 800,000 Mcf. 


Transportation revenue increased from $296,700 to 
$825,950 during the year due to a temporary 
arrangement whereby Inland delivered quantities of gas 
from Alberta into its service area for consumption by 
Inland customers through its pipeline connection at 
Yahk. This allowed Westcoast Transmission Company 
Limited to reduce deliveries to Inland and increase 
deliveries by equal quantities of such gas to the U.S. 
border to help alleviate a shortfall in supply to its U.S. 
customer. Westcoast paid Inland a transportation fee for 
this service. 


Since the commencement of operations in 1957 Inland 
has been receiving, under its contract with Westcoast, a 
monthly transportation allowance which for many years 
has amounted to $24,725 per month. This contractual 
arrangement will expire on October 31, 1977. 


Other operating revenue increased as a result of profit 
from the sale of certain properties of the Company and 
of its subsidiary, Inland Development Co. Ltd. 


EXPENSES 
Purchase of Gas 


Cost of natural gas purchased during the year was 
$31,254,750 compared to $20,516,544 last year. While the 
increased cost of gas is partly attributable to increased 
volumes purchased, it is largely due to the wholesale 
price increases referred to previously. The winter was 
warmer than normal and therefore large volumes of 
peaking gas were not required. Nevertheless, the East 
Kootenay Link was utilized to bring in some peak 
shaving gas from Alberta, thereby minimizing demand 
charges and improving the load factor of gas purchased 
from our major supplier, Westcoast. 


Operation, Maintenance, Selling 
and Administrative 


During the year operation and maintenance expenses 
amounted to $3,511,825 and selling, general and 
administrative expenditures were $1,751,162. The 
comparable figures for the previous year were $2,733,628 
and $1,561,415 respectively. The increasing complexity 
of the transmission and distribution system coupled with 
major increases in the wholesale price of natural gas over 
the past few years has necessitated the installation of 
highly sophisticated gas control equipment 

and compressor stations,and has required the addition of 
skilled personnel for the constant operation of these 
facilities. The cost of operating the Company’s gate 
station heaters and compressor stations has also 
increased materially due to the wholesale price increase 
of gas purchased to fuel these operations. 

Additions to the Company’s overall work force together 
with higher wage rates has increased the cost of salaries, 
wages and related employee benefits by 23% over the 


Data transfer and compute 
access is system wide with 
terminals in all major centers. 


previous year to a total of almost $6 million. Not all of 
this increase, however, is charged to operating accounts 
as the Company’s own work force is utilized to a large 
extent in the construction of new plant additions. 
Accordingly, a substantial portion of employee 
remuneration and related administrative costs are 
capitalized. While certain of the cost increases are 
difficult to control, the Company continues to strive for 
improved efficiencies and economies in its operations 
wherever possible. 


The average number of employees on the payroll during 
the year was 271 compared to 249 a year ago. 
Approximately 75% of Company personnel are union 
members who are covered by two separate collective 
agreements, one with the Office & Technical Employees 
Union, and the other with the International Brotherhood 
of Electrical Workers. The agreement with the Office & 
Technical Employees Union expired on March 31, 1977 
and the agreement with the International Brotherhood of 
Electrical Workers expired on September 11, 1977. 
Negotiations for new contracts are underway with each 
union. 


Property, Franchise and Other Taxes 


Your Company has contributed during the year 
$2,461,010 to the revenue of the municipalities it serves 
in the form of property taxes and franchise fees. 
Franchise fees alone amounted to $1,253,327 and reflect 
an increase of 36% over the previous year. The franchise 
fees are calculated at 3% of the total gross revenue from 
sales of natural gas within municipal boundaries. 

The significant increase in the wholesale and resulting 
retail price of natural gas, together with the increase 

in volume of sales over the past year, has given rise 

to the increase. 


The B.C. Energy Commission has announced that an 
inquiry will be held on October 4, 1977 into the matter of 
franchise fees paid to municipalities by gas utilities in 
the province. The Commission is concerned that the 
matter of franchise fees be better understood and that a 
determination be made as to whether or not such fees are 
in the public interest and if so, how they should be 
administered. Your Company will be present at this 
inquiry to adduce evidence and to cross-examine 
witnesses. 
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During the year, the Provincial corporation capital tax 
amounted to $106,779, a reduction of approximately 10% 
over the previous year. 


Depreciation 


The table below sets out depreciation rates for major 
plant classifications: 


Transmission and distribution mains 2% 
Meters, compressors, buildings, measuring 
and regulating equipment 3% 


Other general equipment 5% to 15% 


The composite depreciation rate was 2.30%. This rate 
was slightly lower than the rate in the previous year due 
to the placing in service of the East Kootenay Link; this 
major addition to transmission plant attracts a 2% 
depreciation rate. Consolidated depreciation in fiscal 
1977 amounted to $2,322,557 compared to $1,818,970 last 
year. 


Interest and Expense on Long-Term Debt 


Interest and expense on long-term debt amounted to 
$3,979,270 compared to $4,166,524 in the previous year. 
This decrease results from redemption, by way of 
short-term borrowings, of the 5%4% Series “A” 


Convertible Sinking Fund Debentures which matured on 
February 15, 1977. 


Other Interest 


During the year, short-term capital was obtained from 
bank loans and the issuance of the Company’s own 
commercial paper. Other interest amounted to $568,512 
compared to $888,540 last year. The reduction was due to 
a lower level of short-term borrowings as a result of 
obtaining long-term capital by the $10 million issue of 
Second Preference Shares in June of 1976, and a decrease 
in the average interest rate from 9.81% to 8.40%. 


Income Taxes 


Income taxes for the current year were $1,671,651 
compared to $250,036 in the previous year. The 
substantial increase in income taxes resulted primarily 
from the additional taxable revenue derived from the 7¢ 
interim increase which was in effect during all of fiscal 
1977 but only half of fiscal 1976. In addition, as noted in 
the calculation set out below, there were decreases in the 
deductions from net income this year relating to 
non-taxable interest during construction, and timing 
differences. These changes resulted from the completion 
of the East Kootenay Link in the previous year and the 
commencement of depreciation on this pipeline in the 
current year. 


($000’s) 
1977 1976 
Net income before taxes (Inland). $6,987 $4,983 
Deduct: 
Interest during construction..... 31 564 
Excess C.C.A. and other 
timing differences ..............0 3,669 3,891 


Other items (Meee eee 133 69 
$3,154 $ 459 


————_ 


Effective taxinate-2= ee eee 51.00% 50.49% 
Income taxes — 
Inland:knits5a eee ee ee $1,616 $ 213 
Subsidiaries. .<..0.0e eee 56 37 
$1,672 $ 250 


Interest Charged to Construction 


The Company follows the practice of capitalizing 

interest on funds used during construction of major plant 
additions. Interest charged to construction in the current 
year amounted to $30,682 compared to $563,583 in the 
previous year. Last year’s high level of interest during 
construction resulted from the use of funds for 
construction of the East Kootenay Link. 


FINANCING 


There were no financings carried out during the year 
under review. The Company is presently in the 
preliminary stages of preparation for an issue of 
long-term debt which will probably come to market in 
November of this year. The terms, conditions and size of 
the issue have not yet been determined. The Company 
has established lines of credit with its corporate bankers 
which enables it to utilize either bank loans or its own 
commercial paper. These funds, along with internally 
generated funds, will provide the necessary bridge 
financing until the long-term debt financing is 
completed. 


CAPITAL EXPENDITURES 


The e capital program for 
$9.2 2 million, Major projects included the loo i 


new office building in Kelowna, and the final clean-up of 
the East Kootenay Link pipeline project. The submerged 
pipeline crossing of Okanagan Lake at Kelowna was also 
substantially completed during the year and will be put 
in service in the fall of 1977. This facility provides for 
additional gas requirements to the Westbank and 
Lakeview Heights area. 


FUTURE CAPITAL EXPENDITURES 


There are relatively few major projects in the Company’s 
$8 million capital program for the coming year. The 
budget includes the installation of a second 1100 HP 
compressor unit at the Trail compressor station, a new 
meter station to serve additional gas requirements at 
Intercontinental Pulp Company Ltd. and Prince George 
Pulp and Paper Limited, and some transmission line 
reinforcement in the Kamloops area. Also provided for 
are routine expenditures for the installation of facilities 
to serve an estimated 3,500 new customers. 
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RATES & REGULATIONS 


When your Company commenced operations in the fall 
of 1957 its original residential and commercial rates were 
only slightly lower than the competing cost of light oil. 
Over the years we have worked diligently to attract 
customers both from new construction and by way of 
conversions. These efforts have resulted in an increase in 
customers from 6,000 initially, to over 70,000 today. 
During these years management policies have 
incorporated the highest and most up-to-date operating 
practices, but always with the economics of our 
customers and a reasonable return to shareholders in 
mind. The average number of employees on the payroll 
in fiscal 1958, the Company’s first year of operation, was 
235. Today, nineteen years later, the average number of 
employees stands at 271. The Company’s aggressive 
marketing approach and its economic operating policies, 
resulted over the years in six separate rate reductions to 
residential and commercial customers. Between the 
years 1965 to 1973 the average price paid by residential 
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customers dropped from approximately $1.50 per Mcf to 
slightly under $1.00 per Mcf, while the comparative cost 
of light oil rose to a price approximately equivalent to 
$1.80 per Mcf. 

These retail rates have since risen considerably because 
of wholesale price increases beyond the control of the 
Company, which were passed on to consumers with the 
consent of the B.C. Energy Commission with no resulting 
profit to Inland. In spite of every effort made to combat 
the effect of inflation on operating costs, plant additions, 
and the cost of capital, it was finally necessary to apply 
for the first time for rate relief to preserve the financial 
integrity of the Company. 

Interim rate relief was sought in the fall of 1975 anda 7¢ 
per Mcf refundable interim rate increase to all customer 
classes was granted effective January 2, 1976. The 
Company filed an application for permanent rate relief 
along with supporting material on January 31, 1977. The 
application requested new rates to all customer 
classifications, which would have added 27¢ per Mcf 


inclusive of the 7¢ per Mcf interim increase to the 
existing rates. The proposed increase to residential 
customers amounted to only roughly one-half of the rate 
reductions that had taken place over previous years. The 
Company, through its expert witnesses, testified that a 
rate of return on rate base of approximately 11% was 
reasonable considering the Company’s cost of capital, 
and was consistent with recent returns experienced by 
the Company and reported to the regulatory body. The 
application also requested approval of certain 
accounting changes. These changes involved accounting 
for income tax on a normalized basis rather than the 
previously utilized flow-through method, additional 
depreciation charges, and a change in the method of 
allocating overhead costs between plant and operating 
accounts. Public hearings commenced on May 2, 1977 in 
Kelowna, and concluded on June 9, 1977 in Vancouver, 
and the Commission’s decision was issued on August 31, 
1977. The Commission in its decision has approved the 
change in income tax treatment to the normalized 
method and additional depreciation effective July 1, 
1977, and has authorized the Company to introduce the 
proposed changes in the treatment of overhead costs 
effective July 1, 1978. The Commission also reduced the 
Company’s rate base primarily in the area of working 
capital allowances. 


The decision allows the Company a return on rate base 
of 10%, which according to the Commission results in 
approximately a 14% return on equity. In its decision, 
however, the Commission points out that it will 
contemplate no action to reduce tariffs should the return 
on equity rise to something in the order of 16%. 


Newrates were filed and became effective September 1, 
1977, which add 9¢ per Mcef to residential and 
commercial rates and approximately 2¢ per Mcf to 
industrial rates over and above the 7¢ per Mcf interim 
which has been confirmed by the Commission. The new 
average price to residential customers will now be 
approximately $1.83 per Mcf which is approximately 
one-half of today’s equivalent price of light oil. 


ENERGY CONSERVATION 


Your Company continues to promote the philosophy 
that Canadians must use all forms of energy wisely. To 


this end we will continue to support energy conservation 
programs sponsored by the Federal and Provincial 
Governments. Inland offers its customers a complete 
library of publications issued by the Department of 
Energy Conservation. Themes for home product exhibits 
and office displays stress the need to conserve energy. 
This same theme is found in consumer advertising, our 
school program, and presentations made to interested 
groups in our service area. 


SHARE DISTRIBUTION 


Approximately 95% of the shareholders of Preference 
and Common stock of the Company are resident in 
Canada. The distribution of each class of shares is set out 
below: 


Shareholders Shares 
Preference 
Canada 3,015 798,147 
U.S.A. 14 1,178 
Others 7 675 
3,036 800,000 
Common 
Canada A552 2,532,993 
UiSTAS 249 68,901 
Others 74 220,228 
4,875 2,822,100 


WHOLLY-OWNED SUBSIDIARIES 
Peace River Transmission Company Limited 


The Company is an Inter-Provincial pipeline company 
and is subject to regulation by the National Energy 
Board. It purchases natural gas from Westcoast 
Transmission Company Limited and delivers it to the 
outskirts of the City of Dawson Creek in northeastern 
British Columbia where it is sold to Northland Utilities 
(B.C.) Limited for distribution in Dawson Creek and the 
surrounding area. 


Natural gas sales volume for the year under review was 
1,029,558 Mcf compared to 1,107,015 Mcef in the previous 
year. The abnormally mild winter resulted ina slight 
decrease in sales. Net income for the year was $33,201 
compared to $35,491 in fiscal 1976. 
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Grande Prairie Transmission Co. Ltd. 


The Company is incorporated under the laws of the 
Province of Alberta and is subject to regulation by the 
Public Utilities Board of Alberta. It purchases natural gas 
from producers at various fields north of Grande Prairie 
in the Peace River area of Alberta and transmits it for 
resale by Northwestern Utilities Limited to the City of 
Grande Prairie and other communities in the immediate 
area. 


Gas sales volume for the year under review was 
1,967,496 Mcf which was slightly down from last year’s 
sales of 1,996,365 Mcf, due to the exceptionally mild 
winter throughout this area. The Company experienced 
a loss of $15,792 for the year compared to a profit last 
year of $8,503. 


During the year two producing wells were abandoned, 
but at the present time arrangements are in hand to tie-in 
two new wells in the immediate vicinity of our pipeline. 
Drilling in the immediate area is still active and any new 
wells within economic distance of our pipeline will be 
investigated and the gas contracted for, as and when 
required. 


St. John Gas & Oil Co. Ltd. (NPL) 


This subsidiary holds minor interests in natural gas and 
oil leases in northeastern British Columbia and 
participates in the production of natural gas and oil from 
these leases. Net loss for the year amounted to $15,492 
after providing for the write-off of unproductive 
exploration expenses amounting to $20,876. 


Inland Development Co. Ltd. 


This subsidiary owns property in the Okanagan Valley. 
During the year under review, the Company sold its 
office building in the City of Kelowna, and recorded 

a profit of $136,835. 


TO OUR EMPLOYEES 


Although Inland Natural Gas Co. Ltd. was incorporated 
twenty-five years ago, the Company did not engage 
significant numbers of employees until the 
commencement of operations in 1957. 
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At that time, your Company was fortunate to attract a 
group of well qualified technical and managerial people 
who accepted the challenge offered by a young company 
in a growing service area. These original employees and 
the employees who joined the Company in its ensuing 
years helped provide the environment for the continuous 
growth that has taken place since the beginning of the 
Company. 

Seventy-four of the present day work force have been 
with the Company for more than ten years. Twenty-five 
of those employees have been with the Company since 
1957; 


Since the commencement of operations in 1957, 
personnel have played a very important role in the 
Company’s development. Inland employees have always 
participated in a wide range of off-the-job activities such 
as Trade Associations, Chambers of Commerce, Boards 
of Trade, sports, youth groups, service clubs and 
numerous other volunteer community agencies. This 
community involvement has not only stimulated sales 
but has also created valuable goodwill within our service 
area. 


The Board of Directors would like to record its 
recognition of all Inland employees whose personal 
involvement and dedication have made a major 
contribution to the growth of the Company. 


For the Board of Directors 


[OKA 


Chairman of the Board 


September 28, 1977 
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een om CTs Cla AMG ACIMIMISENALI VC ies te ss aiatatn ds aloevec neue tenon Se otaecled sok ieds 1,751,162 
RODE MLTATICINISE ANC: OLED LAX CS icccseancsteocsncncuesncuctuanns crvies sone gen sek saees Sennen eee 2,567,789 
|S ONBYREY EUS CTI es Rare Rr te te NR re peer ne one oP ene ee eee Meee mar 2,322,557 
iacerestandvexpense on Long-term Cet 25 sccc.cccsecennssoieeeaasceds ss. saccweseve ded seoenereee 3,979,270 
Sli AO ISTE TER SESE 2 eta he gare oe On le ae ee 568,512 
RMS MO AL? CCl LOCOMSUIICION facet saentaccyuvasesecsvosenanenediar cuadtensonaecendse monde vacrens (30,682) 

45,925,183 
TCO RIC OC LOFEMMGOINCTANCS al rice te vscsctrucose ks. as tides de aer dite tut aonmehoMeoste teem ecens 7,168,692 
MIRO AGH AX COMSAT ee Se cee na Sk oa Sans io stad coco esd Naced a senses shaliccea oa eoeNms aie 1,671,651 

INTE TE INICCTCUING LES sarcliopcete ac tS Oa SEDER OO GATE EE EES NRE OE mr ere een em $ 5,497,041 

EARNINGS PER COMMON SHARE, after provision 
OLE BUS Sig PLY al NSC CS 0 ER ree gee 1.44 

Consolidated Statement of Retained Earnings 

For the year ended June 30 

1977 
eA Gin le EG UNINTINIGI© Fay EA Regn tsar onsia coat tira. donieuasteeue cc sucecemnedeseeessust $14,864,683 
INCE TINCO IMC cere teeter ee tees carmen pene a a ayant cise Meats Mae as abaven ean ee ee need 5,497,041 
20,361,724 
DivicenUs Ono Oprerenclice Shales...) cats ree csaces. sonst saeede aussie sees aararner 400,000 
Dividends one) OFosecondiprer erences ares s....c0ccionsock est az de rentourann vert caseonann oes 1,044,000 
Dividends on.common shares—9.80 per Shale sais. s.iccees sea sgsctewses cee teaionas arson vee: 2,257,698 
AImMorizalon of preterence share ISSUE COStS s...n.-.ccrsc spouse ese eneer Nasdoma aan abeseseeee> 31,758 
3,733,456 
IPN ey Ne ete IN EEA RR crevegs Baws cores s.teac nce e a geeawosuree-sancneveae ta taetonsstaae ly unt $16,628,268 


See accompanying summary of accounting policies and notes. 
Va 


1976 


$37,471,711 


296,700 


928,355 
38,296,766 


20,516,544 
2,733,628 
1,561,415 
2,118,775 
1,818,970 
4,166,524 
888,540 


(563,583) 
33,240,813 


D090; 995 


250,036 
$ 4,805,917 


156 


1976 


$12,729,121 
4,805,917 
17,535,038 


400,000 


2,297,098 
12,657 


2,670,355 


$14,864,683 


INLAND NATURAL GAS CO. LTD. 


and Wholly-owned Subsidiaries 


Assets 
CGURRENTASSEDRS 1977 1976 
Accounts récetvablewccicn teeter ee ne $ 5,577,447 $ 4,434,365 
Inventories of construction and operating materials and supplies, at cost........ 1,799,239 1451421 
Prepaid xX Penses i:ncicuaaccsssusecanccousscanereatecrsamence ss aetna Tee Oe meee tee ee = eee 254,773 221,375 
7,631,459 6, 107-16" 
NON-CURRENT ASSETS 
Mortgages and-other long-termi receivables.) .0e.-..-cs12 ree eee 141,741 100,668 
Investment in marketable securities, at cost (quoted 
market 1977—$103;00071976—G687,000)s. eee sence ta eee ee ee 100,000 100,000 
Realestate held for resale<at costiesnet eet eee ee 823,879 757,864 
1,065,620 958,532 
PROPERTY, PLANT AND EQUIPMENT, at cost 
Natural gas transmission lines and distribution SySteMS...............ccesssseeeeeeeeeeees 103,199,721 97,666,901 
Plant; buildings and equipment:...7... eee eee 5,510,850 5,014,157 
Land:and land:rights.(..)...2ccuc. socsce hoes cessa ee Debacre suerte eee sean en Tee 1,996,405 2,065,815 
Construction: work in-process saccuse arent ae nee eee 1,859,849 461,077 
112,566,825 105,207,950 
Accumulated:depreciation.c77.crs coer ee eee 16,425,066 14,578,877 
96,141,759 90,629,073 
Interest in petroleum and natural gas properties atc. eran 172,902 169,949 
Accumulated:depletion:An...rassemter see ents eet ee 63,420 62,970 
109,482 106,979 
96,251,241 90,736,052 
OTHER ASSETS AND DEFERRED CHARGES 
Unamortized preference shareissue costs. 280 ee ee 1,390,460 143;:17220 
Unamortized long-term debt issue costs eee ee ee ee 779,506 939,805 
Unamortized'rate hearing costsee. sn an ee ee 254,377 — 
2,424,343 DoT ACOZS 
$107,372,663 $100,172,770 


See accompanying summary of accounting policies and notes. 
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Consolidatec 


ulance Sheet 
ie 30 


Liabilities 


CURRENT LIABILITIES 
Bs MERHOATIAIT CS ORLELCLIN IIOLE Susan terns cee oct ace oodoes tastes Gace os peceaae Mn nc doe eines, 
PE OLESID AV AD Chea ane cies nit. ce Ar anmrtyen try hon ly Viel goer a henie ea as 
PO ACPCRSC TDA AD) Creer cer tere ema mrrnnent te Aa oety nto ta tae ereauieosee mcners 
EOI EE ESS Rs eo Gn co ee chy a ee en Sao Ca a Tana 
Loperty, tranenise ancdother taxes accrued yn Muti d aac zacebectocens Sealenncdens Oe 
Seer est ACCruec_OmM Ong -Cerim cl eDta me iicis hye vors revs iaidasth eieehdet asaedsa sche aeeweee 


ir eumporuion OLlOnge=teriin debt te atx cut ded vt oveiet Seiad mek ck wocaenae eee ee 


oy NV Gre PE VRIN Dd BS BN G8 (05 ot Bor eta ed rc eee i er Ae cee ea 


Shareholders’ Equity 


CAPITAL STOCK (Note 2) 


5% Cumulative redeemable preference shares, par value $20 per share 
Put aOnizedianGdusstied 00,000 SaTeSi samantha sasaes secon sseuacooans cat eae natn en eke 


10% Cumulative redeemable second preference shares, 
par value $25 per share 
PNAC ORIZ Ccsalcnrssued "400; OOO: Shar eSitetinciai ot Sacsare st meaeetoeees vice stele Seeneeeneneed 


Common shares, par value $1 per share 
Authorized: 5,000,000 shares 
Issued: PE OO 2 iD SHALES te i ares ee Riis yt een eee ea anes 


BEN MOWION EE @OMINMON SEA RES etskicrt. cect tienacgs uti chtiecasthuctoaanie ne een 
Eee STINE EVISIN LIN Gro (NOLES) free ces rcactaars. Rectesea.. tid at aeeecnd tueien ecg sg sSeas dae eeonsne 


Approved on behalf of the Board 


Director Via Lc ALLL. 
Director GEL lo 
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1977 1976 
$ 10,714,737 $ 1,186,938 
4,564,324 4,790,107 
350,000 100,000 
1,389,456 204,606 
2,420,676 2,056,927 
423,917 522,103 
599,395 4,620,220 
20,462,505 13,480,901 
43,976,550 45,521,846 
8,000,000 8,000,000 
10,000,000 10,000,000 
28701998 2 822 122 
5,483,218 5,483,218 
16,628,268 14,864,683 
42,933,608 41,170,023 


$107,372,663 $100,172,770 


INEANDINATURALGAS COs iis: 


and Wholly-owned Subsidiaries 


Consolidated Statement of Changes 
in Financial Position 
For the year ended June 30 


SOURCE OF WORKING CAPITAL 1977 1976 
Operations 
Netin comes. cec5ihfoccuts. carers Joe debes atten delat tone nen cone rene ae eee aren Geers eee Sa ee $ 5,497,041 $ 4,805,917 
Items not involving working capital 

Depreciation and amortization. (3 c...1.2, eos soseecase re ene eta cere ees erred 2,362,196 1,873,635 

Od = meee nomen errr Tr cay a or inant ernie bern tihas tony ccanenatoo se SSdbetnagecsay (258,846) (109,000) 
Totalfrom operationSxic.nc..c5 cece tee ee eens 7,600,391 6,570,552 
Second preference'shares 1SSued occ. secteas ecteece servos ase ances treet eee =e 10,000,000 
Other:— net ee er a ee eae essscre ess Ge eee et ae Re nee ee cee ee 609,990 204,387 


8,210,381 16,774,939 
APPLICATION OF WORKING CAPITAL 


Additions to property, plant and equipment.gq.. 00 teen ee 8,257,079 14,392,029 
Dividends on preference and:common shaves crc.2-5u.c:ceecetre te eres ee 3,701,698 2,657,698 
Reduction-of long-term: debt 23 { gure eees eens tee eee ten eee eee ames ane eee 1,454,533 5,290,228 
Second preference share isstle COStS c2u.02 sac sseene. cree cctaeser cee stes seas susennere areata tees = 393,921 
Rateshearing costs s.6scsc huasa eons aus one ee ee eee oe ee 254,377 = 


13,667,687 22,733,876 


DEGREASEIN WORKING GAPIVATS Geert eet een ee eee eee 5,457,306 5,958,937 
Working capitaldeficit at beginning oh yean es -a..am ees ee 7,373,740 1,414,803 
WORKING CAPITAL DEFICIT AT.END ORWEA Ree ae ee $ 12,831,046 $7,373,740 


See accompanying summary of accounting policies and notes. 


To the Shareholders AUDITORS RELORGT 
Inland Natural Gas Co. Ltd. 


We have examined the consolidated balance sheet of Inland Natural Gas Co. Ltd. as at June 30, 1977 
and the consolidated statements of income, retained earnings and changes in financial position for 
the year then ended. Our examination was made in accordance with generally accepted auditing 


standards, and accordingly included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
company as at June 30, 1977 and the results of its operations and the changes in its financial position 
for the year then ended in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Vancouver, B.C. Ee cote Little kn Gs 


August 31, 1977 Chartered Accountants 
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INEAND NATURAL GAS:CO: LTD. 


and Wholly-owned Subsidiaries 


Summary of Accounting Policies 


The Company and its transmission subsidiaries are regulated utilities and their accounting records and 
practices conform to the requirements of their respective regulatory authority. Significant accounting poli- 
cies are set out below: 


Principles of Consolidation 

The consolidated financial statements include the accounts of Inland Natural Gas Co. Ltd. and its sub- 
sidiaries Peace River Transmission Company Limited, Grande Prairie Transmission Co. Ltd., Inland Devel- 
opment Co. Ltd., St. John Gas & Oil Co. Ltd. (N.P.L.), Inland Transmission Co. Ltd. and Inland Development 
(1957) Co. Ltd., all of which are wholly-owned. 


Property, Plant and Equipment 

The cost of utility plant additions, major renewals and betterments, including direct costs, general and 
administrative costs allocable to construction and interest on funds used during construction are capital- 
ized. The cost of depreciable utility plant retired together with removal costs less salvage is charged to 
accumulated depreciation. Maintenance and repair costs of a routine nature are charged to expense as 
incurred. 


Depreciation 

Depreciation of plant in service is computed on a straight-line basis whereby rates for each class of plant, 
designed to amortize the cost of the assets over their estimated useful lives, are applied to the Company’s 
investment in such plant at the beginning of the year. The application of these rates for the year ended June 
30, 1977 results in a composite rate of 2.30%. Rates for major plant classifications are as follows: 


Transmission and distribution mains 2% 
Meters, compressors, buildings, measuring and regulating equipment 3% 
General equipment 5% to 15% 


Other Assets and Deferred Charges 

Long-term debt issue costs are amortized over the original lives of the related debt. Gains on purchase of 
debt securities for sinking funds are amortized over the remaining lives of the related debt as a reduction of 
debt charges. 


5% Preference share issue costs are amortized to retained earnings at the prescribed annual rate of 1%. 


10% Second preference share issue costs are amortized to retained earnings over a 21 year period com- 
mencing July 1, 1976. 


In accordance with the decision dated August 31, 1977 from the British Columbia Energy Commission, the 
majority of rate hearing costs are to be amortized over two years commencing July 1, 1977 and the balance 
amounting to $129,186 over a ten year period. 


Income Taxes 

The companies claim capital cost allowance and certain other deductions for income tax purposes in excess 
of the related amounts recorded as expense in their accounts, thereby reducing income taxes which would 
otherwise have been charged against income by $1,863,000 for the 1977 fiscal year and $16,787,000 in total 
to June 30, 1977. Since only the taxes currently payable are claimed for regulatory purposes in setting con- 
sumer rates, as has been approved by the companies’ regulatory authorities, the companies follow the taxes 
payable basis and make no provision for such reductions. 


The Company’s application to amend its tariffs included a request to change the method of accounting for 
income taxes in its accounts and for regulatory purposes from the taxes payable (flow-through) basis to the 
deferred tax allocation (normalized) basis and to recover such additional taxes concurrently in rates charged 
to customers. The decision from the British Columbia Energy Commission dated August 31, 1977 instructs 
the Company to introduce deferred income taxes into its accounting system in the year ended June 30, 1978 
and to continue to recognize the unrecorded tax allocation balance which has accumulated in prior years by 
note to the financial statements. 
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INLAND NATURAL GAS CO. LTD. 


and Wholly-owned Subsidiaries 


Pension Plan 

The companies have pension plans for their employees which have been revised and amended from time to 
time. The plans require that actuarial studies be prepared every three years. The most recent actuarial valu- 
ations were prepared as at January 1, 1976 for the plan for salaried employees and as at April 1, 1976 for the 
plan for other employees. Reports from the actuaries indicate that there are no unfunded liabilities for past 
service benefits. 


Earnings Per Common Share 

Earnings per common share are calculated using the weighted monthly average number of shares out- 
standing during the respective fiscal years. Dividend requirements on preference shares of $1,444,000 in 
1977 and $400,000 in 1976 are deducted from net income for purposes of these calculations. 


There would be no material dilution of earnings per share if the outstanding common share purchase war- 
rants had been exercised during the year. 


Notes to Consolidated Financial Statements 


1. Long-Term Debt 


Total Current Long-Term 
Outstanding Liability 1977. 1976 
Inland Natural Gas Co. Ltd. 

First mortgage sinking fund bonds 
644% Series Gi duelMay i O83 wee eee tes $13,456,000 $108,000 $13,348,000 $14,066,000 
8% Series D, due December 31, 1989 ............00605 4,566,000 109,000 4,457,000 4,566,000 
84% Series E, due November 1, 1991................. 7,110,000 = 7,110,000 7,250,000 
87670 Series A auesApril 151993 eee emer ee 7,380,000 130,000 7,290,000 7,380,000 
114% Series G, due June 5) 1995 carves saeees 11,835,000 185,000 11,650,000 11,835,000 
44,347,000 532,000 43,815,000 45,097,000 


Inland Development Co. Ltd. 
9% Mortgage, repayable in monthly instalments 


of $2,001 based on a 20 year term to 1991........ = = — 195,901 
9% Mortgage, repayable in annual instalments of: 
1978—$88,000; 1979—$88,000; 1980— $96,017. 228,945 677095 161,550 228,945 


$44,575,945 $599,395 $43,976,550 $45,521,846 


The first mortgage bonds are secured by a Trust Deed which constitutes in favour of the Trustee a first, fixed 
and specific mortgage and charge of and upon certain property of the Company and a first floating charge on 
the undertaking and all other property and assets, present and future of the Company, in the manner and to 
the extent set forth in the Trust Deed. 


The trust agreement relating to the bonds requires the Company to establish sinking funds to retire various 
amounts of each issue prior to maturity. The annual requirements to date have been fulfilled by retirement 
of the stipulated amount of such securities. Sinking fund requirements over the next five years, after giving 
effect to purchases and retirements as at June 30, 1977 are: 1978—$532,000; 1979—$1,380,000; 1980— 
$1,482,000; 1981—$1,598,000; 1982—$1,718,000. 


2. Capital Stock 
a) 5% Cumulative Redeemable Preference Shares 


The 5% preference shares are redeemable at the option of the Company on thirty days notice at a price of 
$21 per share. 
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b) 10% Cumulative Redeemable Second Preference Shares 


The 10% second preference shares are not redeemable before July 1, 1981 but will be redeemable thereafter 
at the option of the Company at a price of $26.25 per share if redeemed on or before June 30, 1982, and at 
prices reducing annually to $25 per share if redeemed after June 30, 1986. 


The Company is required, in each calendar quarter commencing with the third calendar quarter of 1977, to 
purchase for cancellation 5,000 10% second preference shares in the open market at prices not exceeding 
$25 per share. If, in any calendar quarter, the Company is unable to purchase 5,000 shares, its purchase 
obligations carry over to succeeding calendar quarters for a total of 20,000 shares during each 12 month 
period ending June 30, after which date the Company has no further obligation to purchase shares for that 
period ending June 30. 


c) Common Shares 


The Series D bonds were issued with share purchase warrants which entitled holders to purchase common 
shares of the Company on or before June 15, 1979 at $17.50 per share, such price being subject to adjustment 
in certain events. On June 21, 1971 following the issue of common shares pursuant to the rights offering, the 
warrant exercise price was adjusted to $16.83 per share. 75,000 unissued shares have been reserved to meet 
this commitment. 


3. Retained Earnings 

The Trust Deed relating to the First Mortgage Sinking Fund Bonds contains certain restrictions upon the 
payment of dividends. At June 30, 1977 all of the Company’s retained earnings were free of such 
restrictions. 


4. Remuneration of Directors and Senior Officers 
The aggregate direct remuneration paid by the Company to directors and senior officers for the year ended 
June 30, 1977 was $264,883 (1976—$242,850). 


5. Anti-Inflation Act 
The Company is subject to controls on dividends to the holders of the Company’s common shares under the 
federal government’s anti-inflation guidelines which became effective October 14, 1975. 


6. Rate Matters 

Pursuant to an application for interim rate relief the British Columbia Energy Commission, by orders dated 
January 1976, granted the Company an interim rate increase of 7¢ per Mcf to all classes of customers effec- 
tive January 2, 1976. This increase was subject to refund with interest if so ordered by the Commission upon 
subsequent review of an application for permanent rate relief to be filed by the Company. On January 31, 
1977, the Company filed an application to amend its tariffs, which application was heard before the Com- 
mission in public hearings in May and June. By an order dated August 31, 1977, the Commission found that 
the Company has justified the interim rate increase previously authorized and a further increase in rates 
effective for consumption of natural gas on and after September 1, 1977 or at the completion of any billing 
cycle then in progress. 


7. Capital Expenditures 
Capital expenditures for 1978 are estimated at $8,000,000. Cash requirements will be provided by estab- 
lished corporate lines of credit together with cash from operations pending future financing. 


8. Comparative Figures 
Certain 1976 figures have been reclassified to conform with 1977 financial statement presentation. 


lv 


N 


OF GAS 
58.9 


Comparative Statement « 


1977 

REVENUE 
Sale of gasiom: Re ee $49,324,04 
Transportatiom revenues. cstccc.sscc-ccccee coset 825,95 
Otherincomes 238 ee eee 429,98 

50,579,97 
EXPENSES 
Purchasé-of ¢a8)20...i:e csc otsece ester eee 29,515,46 
Operation and maintenance s....:sseencee-ce eee 5,013,26 
Property and other taxes 0).0:.:...-..ee cee ee 1,271, 
Franchise fees...is:ciccioowscitaecce sistas eats Ree ee 1,253,32 
Depreciation seis cccctoeete. sees sac ne eee ae 2,240,4€ 
Interest on borrowed money <:4:2...-c0-<2-00-2-20 4,505,8& 
Amortization of long-term debt issue costs.............06+ 33,25 
Interest charged to construction (credit)... (30,68 

43,802,07 
INCOME BEFORE INCOME EAXES Xi. oe 6,777,90 
Income Taxes career eee 1,615,70 
NEBINCOME jet.5: Ce 5,162,19 
Income from subsidiary companies (net)..............005 334,84 
NET CGONSOLIDATEDINGOME.. eee $ 5,497,04 
DIVIDENDS 
Preférence shares mscccet vic: tek eee eee ee eee $ 1,444,0( 
Commornshares:ascasa ee ee 2,257,65 
‘Totaldividends 3... coe ee $ 3,701,65 
NUMBER OF COMMON SHARES (average) ........... 2,822,17 
EARNINGS PER COMMON SHARE 

(after provision for preference dividends)............... $ 14 

DIVIDENDS,PER COMMON SHARES... te $ .f 
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‘onsolidated Income and Dividends 


1976 


5,786,016 
296,700 
445,086 


33,039,855 


6,527,802 


9,423,365 
1,042,170 
1,153,879 
922,528 
1,732,656 
4,982,241 
54,665 
(563,583 ) 

1,747,921 


4,779,881 
212,678 


4,567,203 
238,714 


ee 


—$ $< 


———$5$_——ET——O——“_|CllUU —=—OC Cl Ol OC ll — == —CUL8 OO OO —_—U023B—n—s$“~«~«m 


400,000 
2,257,698 


a 


1o7) 


32,414,184 


296,700 
o20,971 


18,663,501 


3,197,242 
920,547 
839,649 

1,661,278 

3,678,765 

47,009 


(529,712) 


4,561,576 
703,700 
3,857,876 
236,357 


1974 


27,272,202 


296,700 
488,703 


14,155,016 


2723/4977 
791,251 
649,628 

1,554,102 

3,019,393 

60,190 


(15,240) 
28,478,279 22,937,817 


5,119,788 
1,446,269 
3,673,519 

216,009 


400,000 
2,031,928 


L973 


22,664,204 


288,880 
352,712 


10,403,343 


2,382,680 
650,950 
455,525 

1,447,087 

2,662,467 

63,323 


(38,663) 
18,026,712 


5,279,084 
1,495,561 


400,000 
1,947,264 


1972 


18,269,877 


260,023 
331,191 


8,117,278 
2,015,214 
541,075 
381,973 
ibaleps tien 
2,331,595 
67,179 


(264,894) 
14,381,551 


4,479,540 
994,769 
3,484,771 
281,130 


400,000 
1,777,937 


cae a ee ed 
————ET—O————SJXaXaX—r—C ll SE —O 8 lr—m— — LU OO" 


2,822,122 


1.56 


.80 


2,822,122 


P31 


74 


SS eed 


1.24 


1d 


2,822,122 


1723 


169 


D820 122. 


bas Bey 


503 


19 


OTA 


15,544,855 


234,030 
242,211 


6,949,267 
1,713,627 
475,903 
333,279 
1,154,571 
1,956,895 
67,157 


(24,228) 
12,626,471 


3,394,625 
956,362 


2,438,263 
207,694 


400,000 
1,414,514 


2,578,100 


O44 


Beye) 


1970 


14,146,424 


229,032 


219,627 
14,595,083 


6,650,914 
1,655,258 
430,785 
258,094 
1,037,895 
1,948,695 
74,994 


(18,806) 
12,037,829 


2,997,294 
594,511 


1,962,743 
179,306 


2,142,049 


400,000 
1,285,921 


1,685,921 


2,571,843 


.68 


.50 


1969 


13,9005737 


199,400 


259,489 
14,419,626 


6,702,964 
1,764,769 
386,764 
257,692 
965,584 
1,791,638 
97,625 


(25,023) 
11,942,013 


2,477,613 
490,580 
1,987,033 
215,613 


2,202,646 


400,000 
1,228,367 


1,628,367 


2,437,550 


74 


.50 


1968 


12,545,300 


151,800 


275,416 
12,972,516 


5,971,774 
1,486,372 
346,214 
211,725 
916,347 
1,708,993 
97,215 


(8,340) 
10,730,300 


2,242,216 


2,242,216 
275,547 


2,917,763 


400,000 


995,191 
1,395,191 


2,341,625 


.90 


A222 


Consolidated Balance 
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MILES OF COMPANY OWNED LINES 
"TransmiSsiony.2os gece ete cance oetieost ee 90 
Distribution®...; 2240e0 tee 1,27 


UTILITY PLANT ($000) 


Transmission fucsiee ee $ 55,99 
Distributions: ose eee ee 47,77 
: mtand-Dy cc sccorid aca eae hee eee ee 88 
e Generalist. nucicicct BS ae ee 2,85 
ea . 5 
50.8 Construction work in process. ....s.t.0750c.0-/--1 1,86 
ee Totalutility planter eee 109,36 
; 40.5-41.6 
28.4 37.9 
= 29.1 30.0 
28.0 ee 


SUBSIDIARIES’ PEANT 2 eee 3,37 
ae 112,73 
ACCUMULATED DEPRECIATION 
Inland: Natural Gas'Go2 Lid? 223 eee 15,31 
Subsidiary companies (including depletion)............... 1,17 
__ 16,48 
NET CONSOLIDATED PLANT =. eee $ 96,25 
CAPITALIZATION ($000) 
First mortgage bondstitee...-cee en ee $ 44,34 
Debentures22.. hike eee — 
Short-term notes and bank loan (net) ...........:.::cceeeeeees 10,71 
Totaldebt. cote ee eee 55,06 
Preference shares#en3. eo eee 18,00 
Common shares 2-3 ieee ee ee 2,82 
Premiuim.on: common shares... 22... eee 5,48 
Retainediearnings:§ 22. sacc-scaccancccsaen ee eee 16,62 
$ 97,99 
PERCENT OF TOTAL CAPITALIZATION 
First mortgage bonds2.2..cs ee ee 45. 
Debentures 2st ee zx 
Short-term notes and bank loan (net) ...........ccceeeeeeees 10 
Total percentor.debt.na cee arte eee 56. 
Preference Shares) = 22 een nt ee ee 18. 
COMMON SHALES ee cee sete eee eee 2: 
Premiunvon;commonshares->- ee 5 
Retained earnings cei y.c:ccpeacccoritevetacceesaee eee 17. 
100. 
RATIOS 
First mortgage bond interest — times earned................ 3.0 
Total:debt interest — times earned a3.-. ec 2.6 
Preference dividends — times earned .............sseeeeceeeeee 3.81 
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Sheet Information 


1976 


1979 


1974 


1973 


SITE 
1,000 
740 
116 


33,190 
33,000 
883 

Pye ow! 
618 


70,228 


3,470 
73,698 


9,267 
912 


197 2 


769 
898 
671 
115 


31,680 
29,558 
913 
2,528 
591 


65,270 


L971 


624 
831 
614 
ETS 


22,552 
26,820 
364 
2,597 
3,499 


95,832 


1970 


1969 


1968 


Comparative Statement of Sales 


197' 
| 
REVENUE ($000) 
Residential si. Resuhawitncctves See ee ee $12, 46! 
Commercial’. ....cee eeu ee 9,86! 
Smalhindustrialedetacecn cee ee 7,78 
Large industrialand other .0.0.0.0c0ss..c.ecceeceee eee 19,21 
Total natural gasirevente <-s..5..3...20¢-.5-)-ae eee $49,32: 
SALES VOLUME (MMcf) 
Residential 0 eke ce ee 7,44! 
Commerciale ek tee eee 6,19! 
Smallindtstrialoy 2 ne ee ee 5,93! 
Largeindustrial and other (204-00: c-e te 20,59 
Total natural gas sales volume ............cccssscceeessteeeeees 40,17 
CUSTOMERS AT YEAR END 
Residential cis..ccevenusicess taeeceoscaecnc tet hc ee 62,76. 
Commercialic oe tee ec 8,581 
Smalhindustrial Aa aicseec.cothesssbceeccett- no sseeonte ee 10! 
Customers'at.yeat ends): a2). .ins..<.0sy 0-3 71,45 
GUSTOMER STATISTIES 
Average use per customer (Mcf) 
Residentialiaktie. meecaueictrn tie aon eee 12: 
Commercials, 2 Wet n Saco ce once ee 74 
Average rate per Mcf | 
Residential :s..gsscmtath statacccccocugc tree tdeavsces Sener ene $1.6) 
Commercial (in 7 kann. cet ee 1.5) 
COST OF NATURAL GAS PURCHASED ($000)...... $29,51. 


VOLUME OF NATURAL GAS PURCHASED (MMcf) 39,76 


MAXIMUM DAY SENDOUT (Mcf) 


Including interruptible janc.etie con nes cen 169,22: 
DEGREE DAYS (base 15°C.) an ae ee 3,76 
PAYROLL STATISTICS | 

Wages'and benetits ($000) 20 sti-). ce $5,99 

Number of employees (average) ...........ccc:ccceesreeeees 27) 


“excluding subsidiary companies 
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Purchases and Other Statistics* 


1976 


157,966 


4,018 


4,887 
249 


1975 


135 
826 


33 
1.27 


18,664 


oO, LIL 


148,233 


4,140 


3,531 
240 


1974 


7,633 
9,759 
3,509 
107371 


27,272 


6,927 
3,207 
4,081 
L721 


35,536 


51,027 
6,955 
86 


58,068 


135 
782 


Le 
rat 


14,155 


357169 


136,485 


4,002 


3,142 
224 


1973 


6,406 
4,593 
3,158 
8,507 


22,664 


6,020 
4,753 
4,188 
18,700 


33,661 


45,870 
6,362 
90 


92,322 


138 
782 


1.06 
0:97 


10,403 


33,120 


127,926 


4,130 


2,625 
213 


1972, 


6,224 
4,375 
2,426 
5,245 
18,270 


5,604 
4,510 
3,415 
IL oil 


24,840 


41,094 
5,800 
98 


46,992 


144 
808 


Toe 
Oe 


6,117 


24,430 


105,869 


4,443 


2,328 
205 
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1971 


5,477 
4,226 
1,452 
4,390 


15,545 


4,794 
4,366 
2,124 
9,635 
20,919 


36,972 
9,360 
62 


42,394 


135 
833 


1.14 
O97 


6,949 


20,858 


92,848 


4,257 


1,889 
188 


1970 


4,738 
3,566 
272 
aw 


14,146 


90,839 


3,865 


1,809 
195 


1969 


ibis 
0.98 


6,703 


20,507 


97,944 


4,391 


1,745 
210 


1968 


84,624 


3,827 


1,481 
200 


Communities 


Served 


YEAR 
SERVICE 
COMMENCED 


1957 Quesnel 
Williams Lake 


100 Mile House 


i R. E. Kadlec, President 
Merritt and Chief Operating Officer, 


addresses municipal convention. 


Kamloops 
Armstrong 
Enderby 
Salmon Arm and Canoe 
Vernon 
Kelowna 
Summerland 
Penticton 
Oliver 
Osoyoos 
Grand Forks 
Rossland 
Trail and Tadanac 
Warfield 
Castlegar 
Nelson 

1958 Chetwynd 
Prince George 

1960 Shelley 

1961 Oyama 

1962 Lac La Hache 

1964 Savona 
Winfield 
Okanagan Falls 

1965 W.A.C. Bennett Damsite 

and Hudson Hope 

Robson 

1967 Mackenzie 

1968 Princeton 
Falkland 
Coldstream 
Peachland 
Westbank 
Naramata 
Midway 
Lakeview Heights 

1969 Clinton 
Lumby 

1971 Logan Lake 
Cache Creek 
Ashcroft 

1972 Keremeos 

1974 Hedley 

1975 Salmo 
Fruitvale 
Montrose 


Kootenay Link. As mentioned above, the Link has been 
in constant use transporting gas for Westcoast Tran- 
smission Company Limited and Columbia Natural Gas 
Limited. 


Restatement of Prior Year’s Income Taxes 

In accordance with the Company’s previous policy un- 
der the taxes payable method, income tax recoveries 
relating to tax losses, which resulted primarily from the 
claiming of excess capital cost allowances and other 
timing differences, were carried forward or backward to 
profitable quarters. Thus, the estimated tax losses for the 
June quarter were carried back to reduce taxes in the 
profitable March quarter. 

As a result of the change in method of accounting for 
income taxes to the tax allocation basis (referred to in the 
September quarterly report to shareholders) and due to 
the interrelationship of timing differences in the 
calculation of current and deferred income taxes, the 
method of providing for current income taxes in interim 
periods has been changed to reflect tax recoveries in the 
respective unprofitable periods. 

Income taxes for the corresponding period in 1977 
have been restated to conform with this policy, and has 
resulted in a reduction of earnings per common share for 
the March 1977 quarter of 12¢, and a corresponding in- 
crease of 12¢ for the June 1977 quarter. 


Outlook 

The last quarter of the Company’s fiscal year has 
traditionally shown a loss per common share. Last year, 
however, the Company earned 24 ¢ (restated) per common 
share in the quarter ending June 30, 1977. This 
unusual occurrence was largely brought about by the 
restatement of prior year’s income taxes referred to 
above, a capital gain from the sale of property, and tran- 
sportation revenue for the wheeling of gas for Westcoast. 
The Company does not anticipate any such revenues from 
the latter two sources in the final quarter this year. 


For the Board of Directors 


MEL fb. 


Chairman of the Board 


President 


Vancouver, B.C. 
May &, 1978 


CONSOLIDATED COMPANIES 
Inland Natural Gas Co. Ltd. 
Wholly-owned Subsidiaries 
Peace River Transmission 

Company Limited 
Grande Prairie Transmission Co. Ltd. 
Inland Development Co. Ltd. 
St. JohneGasicc- Oil Co Lid (N:P) 
Inland Transmission Co. Ltd. 
Inland Development (1957) Co. Ltd. 


SE TS 


{ 
| 


a a I A 


ACT OF INCORPORATION 


Province of British Columbia Companies Act 


Special Act of the Parliament of Canada 
Province of Alberta Companies Act 

Province of British Columbia Companies Act 
Province of British Columbia Companies Act 
Province of British Columbia Companies Act 


Province of British Columbia Companies Act 


INLAND 


NATURAL GAS CO. LTD. 


Duplicate Annual Reports 


Some holders of Inland securities receive more 
than one copy of our annual report and other mate- 
rial mailed to shareholders. We make an effort to 
eliminate duplications of such mailings, however, if 
securities are registered in different names or 
addresses, multiple copies will be received. Those 
security holders receiving more than one copy of 
material should contact Canada Permanent Trust 
Company to either consolidate the holdings under 
one name if they are with respect to the same secu- 
rity, or in the event that they hold more than one 


security advise the registrar that no material is 


required. 


Fold out for system map. 


Communities 


Served 


YEAR 
SERVICE 
COMMENCED ® 
Se 2 
1957 G = 
\ 
] 
} INLAND NATURAL GAS CO. LTD. and Wholly-owned Subsidiaries 
; CONSOLIDATED STATEMENT OF INCOME 
: Three Months Ended 
Mar. 31, 1978 Mar. 31, 1977 
: REVENUE a ane 
} Saleiof gas.ciuit eee a ee ae oc eg $22,440,590 $16,716,673 
: Fransportation revenue 0s oe eee ne ee eee 241,299 463,782 
: Other operating Tevenue en 1 ees eee chee ___ 183,233 ___ 107,821 
( 22,865,122 17,288,276 
( potent a ass A Seated nfo 
( EXPENSES 
I Purchase: of asia foe eee ee ae e creee 13,705,877 9,772,266 
4 Operation, maintenance 
\ ANG AdMINiStrativersc: sc eee ees eee. eee ee 1,726,614 1,491,101 
( Property, tranchise angrother taxes: sss. eel. 915,594 746,561 
} Depreciation: .Sicssore eaeee e e eec 696,191 $84,231 
1958 ( Interest'and expense onlong-termidebtz..e) ne 1,221,519 976,823 
I Other interest s'th cc ate es ise ch oe 47,395 189,340 
1960 q Interesticharged torconstruction» . 440. =--e...... eee (3,873) (9,308 ) 
1961 ( 
1962 I 18,309,317 13,751,014 
1964 Income before: income:taxes<. ee ee eee 4,555,805 3,59 bee 
( Income taxes* 
1965 \ CUrreniteee 5000 2 eis a ee gt Ae ee ee 1,914,607 1,362,617 
| O Jo} aig oe Pee cermin ce erie nn be intense ir. MAME el cima 402,092 _ 
I EROS eater belt __ Gi aee 
1967 i 2,316,699 1,362,617 
1968 I 
: INES DIN COME rte ae EI 2,239,106 2,174,645 
( Dividends declared 
I on preferetice shares. 2 aes ee ery As ce ony 350,000 ___ 350,000 
\ $ 1,889,106 $ 1,824,645 
} a pa oe 
d EARNINGS PER COMMON SHARE...........:..0.0.0c0 ccc cecececeeee ees $ 0.67 $ 0.65 
l Common shares outstanding on 
1969 ¢ Merch 3. Ustitx, 8 £cacc. 2 Sean eae ee a ee lee 2,822,122 2,822,122 
Lf Total gas sales volume (Mcf) 
1971 I =A lrila rica: eae erences lar) ety Or |. 1 On eee I 13,265,774 12,421,783 
¢ a Subsidiaricss are feck eke Lie OL, ues ocak Meal 1,366,167 1,135,561 
/ Be Aa ats desk bet 
1972 k *See Report To Shareholders 14,631,941 13,557,344 
were : The above statement has been prepared from the books of account 
f 
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of the Board, 
"Gas Co. Ltd. 


Nine Months Ended 


Mar. 31, 1978 


$54,654,890 
879,070 
393,233 


55,927,193 


34,067,924 


4,449,931 
2,318,749 
2,062,689 
3,254,496 
502,599 
(80,907) 


46,575,481 
9,351,712 


3,345,278 
1,345,100 


4,690,378 
4,661,334 


1,050,000 
$ 3,611,334 
$ 1.28 


2,822,122 


34,263,403 
3,060,397 


37,323,800 


§ unaudited. 


Mar. 31, 1977 


$39,664,043 
612,132 
369,327 


40,645,502 


23,337,860 


4,006,014 
1,930,786 
1,743,270 
3,037,945 
377,104 
(16,467 ) 


34,416,512 
6,228,990 


1,750,024 


1,750,024 
4,478,966 
1,094,000 
$ 3,384,966 
eos te 


WR Vopigyh P12 


31,903,180 
2,488,813 


34,391,993 


»x Industries Ltd. 

ic Mines Ltd. 

ief Operating Officer, 
as Co. Ltd. 


as Co. Ltd. 

ief Operating Officer, 

1 Canada Limited 
)kanagan Holdings Ltd. 
‘esident, 

as Co. Ltd. 

on Securities 


‘olumbia. 


30ard 

ief Operating Officer 
resident 

ntroller 


vy 


V6E, 3G3: 


aral Gas Co. Ltd. will be 
vaver, B.C. V6E 3G3. 


Vet BC. 


Halifax. 


F INCORPORATION 


xe of British Columbia Companies Act 


Act of the Parliament of Canada 

xe of Alberta Companies Act 

ce of British Columbia Companies Act 
se of British Columbia Companies Act 
se of British Columbia Companies Act 


se of British Columbia Companies Act 


Duplicate Annual Reports 


Some holders of Inland securities receive more 
than one copy of our annual report and other mate- 
rial mailed to shareholders. We make an effort to 
eliminate duplications of such mailings, however, if 
securities are registered in different names or 
addresses, multiple copies will be received. Those 


security holders receiving more than one copy of 
material should contact Canada Permanent Trust 


Company to either consolidate the holdings under 
one name if they are with respect to the same secu- 
rity, or in the event that they hold more than one 
security advise the registrar that no material is 
required. ; 


Fold out for system map. 


Communities 


Served 


YEAR 
SERVICE 
COMMENCED 
1957 Qu 
Wi 
10¢ 
ie INLAND NATURAL GAS CO. LTD. anc 
a 
Ar: 
Eni 
Sal REVENUE 
ve Sale of gasic. ee ee ee 
Ke Transportation»reyenle=....) =a ee 
Su Other operating revenue................0000...0000cece 
Per 
OL 
Os 
Gu EXPENSES 
Ro Purchasé‘ofgas 2 eee eet 
re Operation, maintenance 
W: ang: administrative. - 4 2 ee 
G Property, franchise and other taxes................. 
Ne Depreciation ice een ee ent 
1958 Ch Interest and expense on long-term debt............ 
Pri Otherinterestcc ee ee 
1960 Shi Interest charged to construction...............2.6: 
1961 Oy 
1962 Lac 
1964 4 Income before income taxeS....................06.. 
] 
Ok Income taxes* 
1965 W. Current eG ee tay er eee eee en ee 
F Deferred. sore © ee 
Ro 
1967 Mz 
IPAS a NET; INCOME (3) ite. fo4 snr ae pee meen 
Fal Dividends declared 
Co on. preference shares... eres eee 
Pe. 
Wi 
ye EARNINGS PER COMMON SHARE.............:. 
Lal Common shares outstanding on 
1969 Cli March 3.1 Stu. trace to ee ee ee 
Lu Total gas sales volume (Mcf) 
1971 Lo; Sal nlanid' eee ee ck ere 
Ca Subsidiaricsae tt ee 
As 
1972, * Ke *See Report To Shareholders 
1974, He The above stat 
1975 Sal] 
Frise 


Montrose Pl 


TO OUR SHAREHOLDERS 


Earnings 

Comparative consolidated statements of income fot 
third quarter and the nine months ended March 31, | 
form part of this report. Earnings per common share 
ter provision for dividends on preference shares, 
creased during the quarter from 65¢ (restated) to 
and from $1.20 (restated) to $1.28 for the nine m 
period. 


Common Share Dividends 

We are pleased to report that by resolution dated A 
18, 1978, the Directors of your Company declared Q 
terly Dividend No. 58 at the rate of 20% per com 
share payable on May 15, 1978 to shareholders of re 
at the close of business on April 28, 1978. 


Revenue 

Inland’s sales volume for the nine months under re 
totalled 34,263,403 Mcf, an increase of 7.4% over 
same period last year. The increase was due in part t 
addition of approximately 3,000 residential and « 
mercial customers, and weather that was slightly cc 
than normal and considerably colder than experience 
the previous nine month period. The majority of th 
creased sales volume, however, resulted from sale 
Columbia Natural Gas Limited by way of the 
Kootenay Link. So far this year we have sold to Co 
bia approximately 2,600,000 Mcf compared to 800 
Mcf last year. At the present time sales to Columbia 
ceased, and the possibility of any future sales will de 
upon the price to Columbia of their normal sourc 
Alberta gas relative to the price of gas available 1 
Inland. The increased volumes in the above menti 
categories were somewhat offset by lower sales to 
large industrial customers. 

While sales volumes increased, the revenue from 
sales increased dramatically due to the flowing throug 
our customers of wholesale price increases during 
period under review. These price increases, of col 
resulted from increases in the wholesale cost of gas 
chased and result in no additional profit to the Comp 

Transportation revenue has also increased. — 
revenue is derived from the transportation of gas 
Westcoast Transmission Company Limited throug 
East Kootenay Link as described in previous rep 
This transportation of gas from Westcoast has 
ceased, and whether it will materialize again next wi 
remains uncertain. 


Expenses 

Operation, maintenance and administrative expé 
have increased approximately 10% during the 9 m 
under review. A significant portion of this increase 1 
result of extended compressor station operation 
related costs due to the increased use of the 
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DIRECTORS 
+ *Ronald L. Cliff 


Chairman of the Board, 
Inland Natural Gas Co. Ltd. 


Roderick M. Hungerford President, Flex-Lox Industries Ltd. 


+ *J. Norman Hyland 
+ Robert E. Kadlec 


Donald R. MacPhail 
Thomas G. Rust 


“Horace B. Simpson 
+ Richard B. Stokes 


*H. Richard Whittall 


+Member of the Executive Committee. 
*Member of the Audit Committee. 


OFFICERS 
Ronald L. Cliff, C.A. 


Robert E. Kadlec, P.Eng. 


Richard B. Stokes, C.A. 
Clifford I. Kleven, C.A. 


Donald R. MacPhail, L.L.B. 


Ardelle F. Clark 
HEAD OFFICE 


President, Granduc Mines Ltd. 
President and Chief Operating Officer, 
Inland Natural Gas Co. Ltd. 

Secretary, 

Inland Natural Gas Co. Ltd. 

President and Chief Operating Officer, 
Crown Zellerbach Canada Limited 
Vice-President, Okanagan Holdings Ltd. 
Executive Vice-President, 

Inland Natural Gas Co. Ltd. 

Partner, Richardson Securities 

of Canada 


All Directors reside in British Columbia. 


Chairman of the Board 

President and Chief Operating Officer 
Executive Vice-President 

Treasurer and Controller 

Secretary 

Assistant Secretary 


1075 West Georgia Street, Vancouver, B.C. V6E 3G3. 


Approximately November 1, 1977, Inland Natural Gas Co. Ltd. will be 
relocating to 1066 West Hastings Street, Vancouver, B.C. V6E 3G3. 


REGISTRAR 


Canada Permanent Trust Company, Vancouver, B.C. 


TRANSFER AGENT 


Canada Permanent Trust Company, 
Vancouver - Calgary - Toronto - Montreal - Halifax. 


AUDITORS 
Thorne Riddell & Co. 


CONSOLIDATED COMPANIES 


Inland Natural Gas Co. Ltd. 
Wholly-owned Subsidiaries 
Peace River Transmission 


Company Limited 


ACT OF INCORPORATION 


Province of British Columbia Companies Act 


Special Act of the Parliament of Canada 


Grande Prairie Transmission @o- [tk Province of Alberta Companies Act 


Inland Development Co. Ltd. 
Sts John Gas & Oil Co. Ltd. (N:P:L.) 
Inland Transmission Co. Ltd. 
Inland Development (1957) Co. Ltd. 


Province of British Columbia Companies Act 
Province of British Columbia Companies Act 
Province of British Columbia Companies Act 


Province of British Columbia Companies Act 


Duplicate Annual Reports 


Some holders of Inland securities receive more 
than one copy of our annual report and other mate- 
rial mailed to shareholders. We make an effort to 
eliminate duplications of such mailings, however, if 
securities are registered in different names or 
addresses, multiple copies will be received. Those 


security holders receiving more than one copy of 
material should contact Canada Permanent Trust 


Company to either consolidate the holdings under 
one name if they are with respect to the same secu- 
rity, or in the event that they hold more than one 
security advise the registrar that no material is 
required. : 
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LITHOGRAPHED IN CANADA 


red income taxes into its accounting system 
in the year ended June 30, 1978, and to con- 
tinue to recognize the unrecorded tax alloca- 
tion balance which had accumulated in prior 
years by note to the financial statements. 


The substantial increase in income taxes 
results from the increase in income before 
taxes and the provision for deferred income 
taxes. 


New Appointments 

The Board of Directors, at their meeting 
on January 26, 1978, appointed Mr. R.G. 
Brodie, President of Merit Oil Co. Ltd., a 
Director of the Company. 


The Board also made the following ap- 
pointment of officers; Mr. Geoffrey M.O. 
Solly, P. Eng., the Company’s Chief 
Engineer, was appointed Vice-President, 
Operations, and Mr. Clifford I. Kleven, 
C.A., the Company’s Treasurer and Con- 
troller, was appointed Vice-President, 
Treasurer and Controller. 


For the Board of Directors 


Vi VaBOCA Ips 


Chairman of the Board 


Vancouver, B.C. President 
February 6, 1978 


INLAND 


NATURAL GAS CO. LTD. 


CONSOLIDATED STATEMENT OF INCOME 


Six Months Ended 
Dec. 31, 1977 


REVENUE 
Saleh Basia Meek es ee a ea ee 
Transportationrevenviow see ee 
Other operating revenues. =. 


EXPENSES 

Purchaseofcas =. a2 ore eae ee 

Operation, maintenance 
andadmimistiavivesco eee 

Property, franchiseandothertaxes..... 

Depreciation e.. ee ee eee 

Interest and expense onlong-term debt. . 

Otherminteresta- ee ee ee 


Income before income taxes........ 


Income taxes 


NETINCOMES, 2o3 ae) te ee ee 
Dividends declared 
Ol Drelerenceshaless: een eee 


EARNINGS PER COMMON SHARE... 


Common shares outstanding on 
Décember 3ast 255.6 wo tes ee ee ne 


Dec. 31, 1976 


$ 32,214,300 $ 22,947,370 


637,771 148,350 
210,000 261,506 
33,062,071 23,357,226 
20,362,047 13,565,594 
2,123,317 2,514,913 
1,403,155 1,184,225 
1,366,498 1,159,039 
2,032,977 2,052,669 
455,204 196,217 
( 77,034) ( 75159) 
28,266,164 20,665,498 
4,795,907 2,691,728 
1,430,671 387,407 
943,008 = 
2,373,679 387,407 
2,422,228 2,304,321 
700,000 744,000 
$ 1,722,228 $ 1,560,321 
$ 0.61 $ O55 
2,822,122 DO2254 22 
20,997,629 19,481,397 
1,694,230 5535252 
22,691,859 20,834,649 


INLAND NATURAL GAS CO 


CONS 


SOURCE OF W‘ 
Net income for 
Add-Non-cash 

Depreciatio1 
Deferred inc 


Long-term deb 


APPLICATION 
Additions to p: 
and equipm 
Dividends onr 
common sh 
Reduction of lc 
Cost of issuing 
Other - net.... 


DECREASE (IN 
IN WORKINC 
Working capit: 


WORKING CAF 
AT DEC. 314 
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ATED STATEMENT OF CHANGES 
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TO OUR SHAREHOLDERS 


Earnings 

Comparative consolidated statements of 
income and changes in financial position for 
the six months ended December 31, 1977, are 
included in this report. Earnings per com- 
mon share after providing for dividends on 
preference shares amounted to 61¢ for the 
six months under review, compared to 55¢ in 
the corresponding period last year. 


Dividends 

On January 26, 1978 your Board of Direc- 
tors declared quarterly Common Dividend 
No. 57 in the amount of 20¢ per common 
share to shareholders of record on February 
7, 1978. This dividend is payable on 
February 15, 1978. 


Revenue 

Inland’s natural gas sales volume was 
20,997,629 Mcf for the six months under 
review compared to 19,481,397 in the com- 
parable period a year ago. There are two for- 
tuitous reasons for the significant increase in 
the gas sales. Firstly, we finally experienced 
weather which was considerably colder than 
normal. The weather for the six months was 
19% colder than for the same period last 
year. This weather pattern resulted in a ma- 
jor increase in residential and commercial 
sales volumes. Secondly, the Company has 
sold large volumes of gas by way of the East 
Kootenay Link to Columbia Natural Gas 
Limited. So far this year we have sold to 
Columbia approximately 1,924,000 Mcf 
compared to 800,000 Mcf in the first six 
months a year ago. These sales depend en- 
tirely on the comparative price of gas 
available from Inland being more favourable 


to Columbia than the price from their 
regular Alberta suppliers. The price of gas is 
changing rapidly both in Alberta and British 
Columbia, and it is difficult to predict with 
any degree of certainty how long or how 
much gas we can continue to sell to Colum- 
bia. 


Transportation revenue has_ increased 
substantially this winter. This revenue results 
from an agreement between the Company 
and Westcoast Transmission Company 
Limited, whereby under certain conditions 
Inland takes delivery of Alberta gas at Yahk, 
B.C. and transports it into its own distribu- 
tion system for utilization by Inland 
customers. This allows Westcoast to reduce 
deliveries to Inland and increase deliveries to 
the U.S. border, thus assisting Westcoast in 
fulfilling the requirements of its export 
customer. Westcoast pays Inland a transpor- 
tation fee for this service. While this revenue 
has been substantial in the period. under 
review, and deliveries under this agreement 
have continued through January, 1978, 
Westcoast has been unable to provide the 
Company with any firm commitments for 
the continuity of these deliveries. 


Expense 

The cost of gas purchased during the 
period increased substantially due in part to 
the increased throughput, but primarily as a 
result of the 24¢ per Mcf wholesale price in- 
crease which became effective last March 
and which was flowed through in its entirety 
to our consumers. 


The Provincial Government, on recom- 
mendation by the B.C. Energy Commission, 
has directed that a further increase in the 
wholesale price of natural gas to distributors 
in the Province go into effect on March 1, 


1978. The B.C. Energy Commission has ad- 
vised the Company that this wholesale price 
increase amounting to 21¢ per Mcf can also 
be flowed through in its entirety to Inland’s 
consumers effective March 1, 1978. 


Inland’s gas _ supplier, Westcoast 
Transmission Company Limited, has recent- 
ly filed with the National Energy Board an 
application for a major increase in the rates 
it charges its domestic customers. The im- 
pact on your Company if Westcoast is suc- 
cessful in all aspects of its application, would 
be to increase our present unit cost of gas by 
approximately 30¢ per Mcf. The Company’s 
present average cost before implementation 
of the wholesale price increase outlined 
above, is approximately 90¢ per Mcf. Inland 
has served notice of intervention in these 
proceedings which will be held in three 
phases. The first phase will commence on 
February 28, 1978. 


Income Taxes 

Prior to June 30, 1977 the Company 
followed the taxes payable (flow-through) 
basis of accounting for income taxes. Under 
this method the full amount of benefits aris- 
ing from the claiming of capital cost and 
other allowances for tax purposes in excess 
of the related amounts recorded as expense 
in the accounts (timing differences), was 
reflected in the income statement in the year 
when such benefits were realized; no provi- 
sion was made in the accounts for the in- 
come taxes deferred to future periods. 


In its decision dated August 31, 1977, the 
British Columbia Energy Commission allow- 
ed the Company’s request to include current- 
ly in cost of service the allowance for income 
taxes on utility income calculated on the tax 
allocation (normalized) basis. The decision 
instructed the Company to introduce defer- 
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